
 
 

Dear Applicant: 

We have considered your application for recognition of 
exemption fro-m federal irlcome tax under section 501(c) (7) of the 
Internal Revenue Code. 

The information availabie indicates that you were 
incorporated on , under the laws of the state of 

. Your purpose, as represented in your Bylaws, is to 
promote and to provide meeting facilities a.ld conveniences for 
the social intercourse and entertainment of your members. You 
have further stated that your are ?resenCy renovating an old 
s+orage shed that you will be 1easin.j from a church. Ol.~e 
completed: the premises will be rented out for wedding parties, 
banquets ar other social or religious gatherings. 

You are a holding corporation of  
. All of your members are members of  

 Each member is entitled to one vote. 

Your income is presently deri\.ed from interest free loans 
from members of . Future income 
will come from rent of the renovated shed. You have indicated 
that nonmembers use of your club facilities accounts for % of 
youz gro 7 3  receipts. 

Section 501(c)(7) of the Code provides for the exemption 
from federal income tax of social clubs organized for pleasure or 
recreation, substantially all of the activities of which are for 
such purposes and no part of the net earnings of which inures to 
the benefit of any private shareholder or individual. 

Public Law 94- -68 enacted October 20, 1976, states that 
clubs are permitted to receive up to 35 percent of their gross 
receipts, includinq investment income from sources outside of 
their membership. iiowaver, not more than 15 percent of the gross 
receipts nay be derived from the use of a club's facilities or 
services by t.ha general public. Clubs nay receive the full 35 
percent of their gross receipts from investment income sources 
(reduced by any amount of nonmember income up to the 15 percent). 



 

Based on  t h e  i n f o r m a t i o n  s u b m i t t e d ,  w e  conc lude  t h a t  you d o  
n o t  q u a l i f y  f o r  exempt ion from f e d e r a l  income t a x  unde r  s e c t i ~ n  
5 0 1 ( c )  (7 )  o f  t h e  Code. 

Y o u  income from nonmember s o u r c e s ,  a c c o u n t s  f o r  % o f  y o u r  
gross r e c e i p t s .  These  r e c e i p t s  c o n s i d e r a b l y  exceed t h e  
p e r m i s s i b l e  l i m i t a t i o n  o f  15% a s  e n u n c i a t e d  i n  P u b l i c  Law 
94-568.  

Accord ing ly ,  you do  n o t  q idal i fy  f o r  exemption from f e d e r a l  
income ':ax unde r  s e c t i o n  501 (c )  ( 7 )  o f  t h e  Code. You are, 
t h e r e f c r e ,  r e q u i r e d  t o  f i l e  f e d e r a l  income t a x  r e t u r n s .  

You nave  tlle r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you b e l i e v e  it 
is  i n c o r r e c t  2 3  p r o t z s t ,  you shou ld  submi t  a s t a t e m e n t  o f  you r  
v i e w s ,  w i t h  3 f u l l  e r p l a n a t i o n  o f  you r  r e a son ing .  T h i s  
s t a t e m e e t ,  s i g n e d  ty one o f  your  p r i n c i p a l  o f f i c e r s ,  must be 
s u b m i t t e d  i n  d u p l i c a t e  w i t h i n  30 d a y s  from t h e  d a t s  o f  t h i s  
l e t t e r .  You a l s o  have a r i g h t  t o  a  c o n f e r e n c e  i n  t h i s  o f f i c d  
a f t e r  y o u r  s t a t e m e n t  is s u b m i t t e d .  You must r e q u e s t  t k . e  
c o n f e r e n c e ,  i f  ycu want one ,  when you f i l e  you r  p r ~ t e s t  
s t a 2 e n e n t .  I f  you a r e  t o  b e  r e p r e s e n t e d  by soqeone w h o  is n o t  one 
o f  y o u r  p r i n c i p a l  o f f i c e r s ,  t h a t  pe r son  w i l l  need t o  f i l e  a  
p r o p e r  power o f  a t t o r n e y  and o t h e r w i s e  q u a l i f y  under  o u r  
Confe rence  ~ r . ?  P r a c t i c e s  Procedures .  

I f  w e  d o n ' t  h e a r  i r o n  you :~. i t , l~in 30 d a y s ,  t h i s  r u l i n g  w i l l  
become f i n a l  and c o p i e s  o f  it wli3. be forwarded t o  you r  key 
D i s t r i c t  D i r e c t o r .  T h e r e a f t e r ,  arly q u e s t i o n s  abou t  y o u r  f e d e r a l  
income t a x  s t a t u s  o r  t h e  f i l i n g  o f  t a x  r e t u r n s  shou ld  be 
a d d r e s s e d  t o  t h a t  o f f i c e .  

When submi t t i f i g  a d d i t i o n a l  le t ters  w i t h  r e s p e c t  t o  t h i s  c z s e  
t o  t he  I n t e r n a l  Revenue S e r v i c e ,  you w i l l  e x p e d i t ?  t h e i r  r e c e i p t  
by p l a c i n g  t h e  f o l l o w i n g  symbols on t h e  enve lope :   

.  Thess  symbols d o  n o t  r e f e r  .ko your  c a s e  b u t  r a t h e r  t o  
its l o c a t i o n .  

S i n c e r e l y  y o u r s ,  

.- ," - 
I.-... -13 

C h i e f ,  Exempt O r g a n i z a t i o n s  
R u l i n g s  Branch 2 

cc:  
A t tn :  EO Group 




